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1. Point at Issue 
 
It is difficult to determine whether many Japanese expatriates are sent because Japanese 
headquarters exercise particularly strong control and integration over their overseas 
operations, or conversely, whether the control and integration of the overseas operations 
by the Japanese headquarters appears strong because there is heavy dependence on 
Japanese expatriates.  In a questionnaire (multiple answers permitted) given by the 
Japan Overseas Enterprise Association, when asked for the method of supervision over 
overseas local subsidiaries, the three most common choices, selected by over 80% of 
companies, were: (a) dispatch of Japanese managers from the Japanese headquarters, (b) 
control of the financial data of the overseas local subsidiary by the world headquarters 
(WHQ), and (c) control of the top management personnel affairs of the local subsidiary 
by WHQ. Clearly, control through persons in the form of the dispatch of Japanese 
management personnel is the most important method.1 
 Thus it can be easily imagined that while little consideration is given to various 
problems of management in a different culture, an excessive burden is borne by the 
Japanese expatriates who execute control on behalf of the headquarters. Performing 
such a duty requires extraordinary ability and experience. 
In studies conducted in Japan so far, there has been accumulation of discussion 
on methods for the introduction of the system of the headquarters that has been formed 
in the institutional environment within Japan, and on the best way is to have it accepted 
locally. Using the framework of the discussion of Ferner and Quintanilla (1998), it can 
be said that there has been discussion concerning “corporate isomorphism,” 
“cross-national isomorphism,” and “local isomorphism.”2 
The “proponents of active introduction” take the position that Japanese human 
resource management systems should be introduced into local operations to the greatest 
extent possible. For them, the assumption is that the Japanese HRM system, in 
particular that at the production site, is advanced and highly efficient and naturally 
should be adopted in all overseas operations. The argument of the proponents of the 
introduction of the Japanese system can be divided into sub-types in accordance with 
their views on the possibility of introduction: those who consider the introduction as (1) 
fully possible and (2) partially possible partially, etc.3  
There are also “opponents of introduction.” They consist of sub-types arguing 
for: (1) the cultural impossibility of adoption and (2) the undesirability of introducing 
Japanese HRM.4 
These arguments are, basically speaking, very relevant for discussions on the 
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role of the Japanese expatriates. Therefore, this paper attempts to empirically 
demonstrate the roles of the Japanese expatriates and the factors determining the ratio of 
the Japanese expatriates among the total employees of local subsidiaries. Through this 
analysis, the role of the Japanese expatriates in the control and integration of the 
overseas operations by the Japanese headquarters can be described from the perspective 
of the internal labor market. 
 
 
2. Concept of the “Multinational Internal Labor Market” 
 
Seen from the concept of internal labor markets, the contents of the international human 
resource management or human resource management related to the control of MNCs 
can be seen as actually divided into several internal labor markets. In other words, there 
is an internal labor market consisting of expatriates from the parent company or 
affiliated companies abroad, along with locals who work with these expatriates and 
have the potential to be sent to the headquarters or affiliated companies abroad, and 
another internal labor market consisting of people who in all likelihood with end their 
career at the local subsidiary. There might also be a market of people that work not as 
regular employees but in different forms of employment at these companies. 
If one considers the movement of people within an MNC—between the parent 
and subsidiary companies and between subsidiaries—corresponding to the first labor 
market mentioned above, the movements shown in Figure 1 can be considered. In the 
sense that they are movements of human resources of more than one nationality and that 
they form an internal labor market, let us call it the “multinational internal labor 
market” and use the term as a framework for research throughout the following chapters. 
This is due to the following reasons. 
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Figure 1. Viewpoint of the “Multi-national Internal Labor Market” 
 
Note: Country P refers to the country where the WHQ is located. PCNs (or P) refers to 
parent country nationals, HCNs (or H), host country nationals, and TCNs (or T), third 
country nationals.  
 
While in terms of human investment within MNCs, the investing actor is 
clearly the world headquarters (WHQ) and the object of investment is the employees 
there, it is important first to decide how far the scope of the object of investment should 
be extended. In the conventional view of internal labor markets, the object of 
investment should be all the employees of the enterprise in question. In this case, the 
internal labor market of one company is taken as the assumption. After the object of the 
investment is determined, from the logic of “the end aim of investment, meaning the 
recovery of profit” interests in the investment object arise. As a result, their training and 
utilization, and thus surveillance, become an important matter for the investment actor, 
meaning the company.     
In the case of a MNC with more than one subsidiary in different countries, one 
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can consider the direct investment object to consist of parent country nationals (PCNs) 
employed in the headquarters at the parent country, and then to see expatriates sent from 
the headquarters, host country nationals (HCNs) and third country nationals (TCNs), 
which have direct contacts with these expatriates, as object of management 
know-how/technology transfer. More concretely, the object of surveillance of the WHQ 
can include senior management, currently employed specialists/professionals of 
equivalent or higher status, and young human resources with such potential. In such 
cases, it should be noted that the object of surveillance is not necessarily limited to 
white-collar workers. If the corporation in question is a manufacturer, whose 
competitive strength is the accumulation of technical capability at the production site, 
there will obviously be a higher likelihood that skilled workers of the production site 
will be those carrying out the transfer of technology and who will be sent overseas, 
while local workers of the same kind will be sent to the headquarters. That is why in 
Figure 1, the human resource class included in the “multinational internal labor market” 
is not limited to top and senior management (represented by the white triangles of the 
pyramids in country A and country B in the Figure) employed at the overseas 
subsidiaries.  
In the case of the overseas subsidiary of a MNC, the employees directly 
employed by the overseas subsidiary are included in an “internal labor market” formed 
separately in the subsidiary. Thus it can be considered that in between the class of 
employees included in the “multinational internal labor market,” and those included in 
the “internal labor market,” there is an overlapping portion and a non-overlapping 
portion. In the large organizational pyramid of a MNC group, there is a class of 
employees that form the upper part in terms of rank, skills, and technology, and a class 
of employees who remain within the “internal labor market” and form the middle and 
lower class of the organizational pyramid. Thus the object of the study of the 
“multinational internal labor market” can be said to constitute a subset of the 
international human resource management.   
Here, if we apply the three requirements mentioned by Doeringer and Piore 
(1971 and 1985), namely, firm-specific skills, OJT, and common practice, to this 
“multinational internal labor market,” we can state the following. 
The first item, firm-specific skills, consists of the management principles or 
values shared within the group companies, technology and management know-how, 
which is the strength of the WHQ, and other factors. 
The second item, OJT, includes the process of transfer and sharing of skills, 
management know-how, management principles/values, etc., from the expatriates from 
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the parent company (top management, senior management, advisors, etc.) though daily 
work. This can include the measure of sending local staff people from the subsidiary to 
the parent company or a different subsidiary to carry out OJT. There may be, as a result 
of OJT, cases of internal promotion to the management class (represented by the white 
triangle in the pyramids of Country A and Country B) of a local subsidiary.  
The third item, the generation of common practices, includes 
measures/methods of communication, tacit rules, and thought patterns influenced by the 
system in the headquarters and parent country. The generation of such items is based on 
the formation of a social group and community, when there exists employment stability, 
through regular and frequent contacts with each other.5 
Of course, different subsidiaries have different strategic roles and positions and 
thus, naturally, have different missions. In accordance with this, a difference arises in 
terms of thickness of the management class of the local subsidiary, leading to a 
difference in terms of the class that is the object of direct monitoring by the WHQ. As a 
result, a difference emerges in the extent to which the subsidiary is included in the 
“multinational internal labor market.” It is also necessary to focus attention on a set of 
arrangements of the internal labor market such as the entrance to the “multinational 
internal labor market,” sharing of management principles, training, duty, promotion, 
treatment, labor relations, etc. 
 
 
3. Management Problems and Japanese Expatriates 
 
Among studies on management problems related to human resources faced by Japanese 
subsidiaries, those concerning Japanese subsidiaries in the ASEAN countries show the 
major problems to be: (1) a lack of communication between the Japanese expatriates 
and local staff, (b) the lack of outstanding local human resources due to the difficulty of 
hiring, job-hopping, etc., (c) incomplete infiltration of the management principles, (d) 
lack of communication between the WHQ and subsidiaries, etc.6 
Let us now look at the same questions through a number of surveys conducted 
concerning Japanese subsidiaries located in approximately 60 countries/regions: The 
1999 survey (published in 2000) by the Japan Institute of Labour (hereinafter, the First 
Survey); the 2001 study (published in 2003) by the Japan Institute of Labour 
(hereinafter, the Second Survey); and the 2003 survey (published in 2004) by the Japan 
Institute for Labour Policy and Training (hereinafter, the Third Survey). Data were 
collected and analyzed only regarding local subsidiaries, and excluded the branch 
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offices of the headquarters unless specifically stated otherwise.7 
All three surveys involved questions about problems in the area of local 
management related to human resources, and they consistently found that 
communication between the Japanese expatriates and the local staff was the largest 
problem. This was followed by a lack of morale and capability among the local general 
employees, a lack of capability among the local middle-level management staff, and 
communication between the WHQ and subsidiaries, which is a structural problem for 
MNCs. Rising labor costs and a lack of understanding among the local middle-level 
management of the management principles of the headquarters in Japan are also pointed 
out as problems (See Table 1). 
While among Japanese subsidiaries in ASEAN countries, the shortage of 
superior local human resources due to the difficulty of hiring and job hopping was cited 
as the second largest problem as mentioned above, in this study concerning subsidiaries 
located in various countries/regions of the world, the problem of the stability and 
securing of a workforce fell to seventh position after the six problems mention above. 
This shows the significance of this problem in the ASEAN countries.8 
In any event, what we would like to confirm is that the most significant 
problem related to the Japanese expatriates is communication with the local staff. The 
language and communication ability of the Japanese expatriates is the largest problem 
confronting local operations. Further, if this and the problem of communication between 
the WHQ and subsidiaries are excluded, one can see that the major problems are related 
to the quality of the local human resources, such as the lack of morale and capability 
among the local general employees, the lack of capability of the local middle-level 
management, and the lack of understanding of the management principles of the 
headquarters in Japan by the local middle-level management.   
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Table 1. Problems Related to Human Resources for Local Management (Multiple answers) 
in the First Survey (1999), Second Survey (2001) and Third Survey (2003) 
 1999 2001 2003 
Communication (between headquarters in Japan and 
subsidiaries) 
31.1 33.1 35.8 
Communication (between Japanese expatriates and local 
staff) 
38.2 38.2 38.3 
Communication with partners 9.4 8.4 7.3 
Lack of understanding of the management principles of the 
headquarters by the host-country middle-level management
22.7 25.1 23.6 
Lack of capability of the host-country middle-level 
management 
35.4 33.1 34.0 
Stability and securing host-country middle-level 
management 
19.3 20.8 16.2 
Lack of morale and ability of the host-country general 
employees 
35.3 35 33.2 
Rising labor costs 29 29.3 27.6 
Lack of capability of the Japanese expatriates 6.8 8.7 9.6 
Lack of sufficient number of the Japanese expatriates 8.1 8.8 7.8 
Labor relations 8.6 10.6 10.8 
Others 4.3 6.2 4.3 
No problems in particular – – 14.6 
Unknown 5.5 4.8 0.5 
Total 100.0 100.0 100.0 
Valid replies 794 841 742 
Note:[ – ] indicates that there was no such choice. The First Survey and the Second 
Survey did not include as a choice “No problems in particular.” 
 
It can be assumed that Japanese expatriates have a strong influence on the solution of 
these problems or that Japanese expatriates are in fact dispatched from the headquarters 
to solve these questions. Therefore, let us look at the Fist Survey, Second Survey, and 
Third Survey to find the reasons (multiple answer) that Japanese expatriates are 
considered necessary, for those at the level of board of directors or higher and those in 
the middle level management separately. Tables 2 and 3 show the reasons for 
dispatching expatriates at the level of board of directors or higher and those in the 
middle-level management, given in multiple answer questionnaires. It is due to the 
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evolution of the questionnaires that the number of choices increases in later survey 
years. 
As is clear from Table 2, there is no doubt that Japanese are sent at the level of 
the board of directors or higher, that is as top management, for the original mission of 
“the management control of the local subsidiary” (a new choice added in the ‘2003 
Survey’.” Other answers that are chosen frequently are, “Because it is necessary to 
achieve the penetration of the management principles or methods of the Japanese 
headquarters” and “Because coordination is required with the Japanese headquarters.” 
This is followed by, “Because the local staff has not been fully trained,” but there is a 
big difference compared to the ratio of the abovementioned three choices. Also, 
although the ratio of this choice decreases with time, possibly indicating improvements 
in the area of accumulation of the local staff, this is only for reference since there is a 
change both in the response rate and the number of companies covered. 
Thus one can see that the reason for the dispatch of Japanese as top 
management to the overseas subsidiaries is, in addition to exercising management over 
the local subsidiary, ensuring control and integration by the WHQ, and providing 
coordination between the WHQ and subsidiaries. 
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Table 2. Reason for Dispatching Japanese Expatriates (Level of board of directors or higher, 
multiple answer)  
(Unit: %) 
  First 
Survey 
Second 
Survey 
Third 
Survey 
Because of necessity to achieve penetration of the 
management principles/methods of the Japanese 
headquarters 
– 75.3 64.4 
Because of need to transfer technology from Japan 20.9 18.3 18.2 
Because of need to have Japanese employees 
accumulate experience 
13.0 12.8 14.2 
Because of need for coordination with the Japanese 
headquarters 
78.0 71.9 67.1 
For management control of the local subsidiary – – 81.9 
Because the negotiator at the local business partner is a 
Japanese 
15.5 15.2 17.5 
Because the local staff has not been fully trained 39.8 32.1 26.1 
Other 8.4 4.3 0.9 
There are no Japanese expatriates 0.6 0.6 1.8 
Unknown 6.7 4.8 3.8 
Total 100.0 100.0 100.0 
Sample size 794 841 742 
Note: [ – ] indicates that there was no such choice 
 
Next, from Table 3 it can be seen that the main reasons for sending Japanese as 
middle-level managers are “the need for coordination with the Japanese headquarters,” 
“the need to transfer technology from Japan,” ”the need to have Japanese employees 
accumulate experience,” and “because the local staff has not been fully trained.” 
Following these were reasons such as “the need to achieve the penetration of the 
management principles/methods of the Japanese headquarters,” and “for management 
control of the local subsidiary,” which are the same reasons for the top management. 
“Because the negotiator at the local business partner is a Japanese” is also cited as a 
reason. 
In summary, middle-level managers are sent: first, for the concrete reason that 
since the training of local human resources is still inadequate, technology transfers and 
penetration of the management principles/methods from Japan is required for the time 
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being; and second, to play the role of coordinators with the Japanese headquarters. 
Third, one peculiar reason for sending the middle-level manager was pointed out: 
education, in the sense that the dispatch of the middle-level manager itself forms a part 
of their global career development. Fourth, there is also an external reason, that because 
the negotiator of the local business partner is a Japanese, the counterpart at the local 
subsidiary needs to be a Japanese.  To put it more concretely it is a reason of 
convenience for the sake of communication, giving priority to the other party.  
 
 
Table 3. Reason for Sending Japanese (Middle-level management, multiple choice) 
(Unit: %) 
 First 
Survey 
Second 
Survey 
Third 
Survey 
Because of necessity to achieve penetration of the 
management principles/methods of the Japanese 
headquarters 
– 27.9 24.0 
Because of need to transfer technology from Japan 38.8 43.0 40.6 
Because of need to have Japanese employees 
accumulate experience 
36.5 38.8 39.1 
Because of need for coordination with the Japanese 
headquarters 
53.5 54.9 53.5 
For management control of the local subsidiary – – 30.5 
Because the negotiator at the local business partner is a 
Japanese 
21.9 20.7 23.9 
Because the local staff has not been fully trained 45.0 44.9 37.9 
Other 2.1 2.9 1.8 
There are no Japanese expatriates 6.4 5.7 11.1 
Unknown 15.6 17.1 14.2 
Total 100.0 100.0 100.0 
Sample size 794 841 742 
Note: [ – ] indicates that there was no such choice 
 
 
From the above examination, it can be seen that Japanese are sent to exercise 
control and coordination on behalf of the headquarters and that it is understood that 
since the local human resources have not been sufficiently trained and the sharing of 
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principles and policy and the accumulation of technology and know-how are 
insufficient, Japanese have to be sent overseas as top-level and middle-level managers. 
Further, in the case of the dispatch of middle-level managers, it is also part of the 
international experience required for the middle-level managers themselves. 
Thus it can be said that Japanese MNCs maintain a system under which the 
overseas operation and its control depend to a large extent on the Japanese expatriates. 
Therefore, in the next chapter, we will examine the factors that led to the formation of 
this system of dependence on the Japanese expatriates and the implication it has for 
overseas operations. 
 
 
4. Framework of Analysis and Hypothesis 
 
There may be various factors affecting the ratio of Japanese expatriates. It can be 
assumed that the ratio is influenced by the company’s attributes and environmental 
conditions: size of the company, business type, operation period, area of location, and 
the Japanese side investment ratio. As shown by the examination above of the reasons 
for sending Japanese expatriates overseas, it can be assumed that the ratio of Japanese 
expatriates is influenced by the desire to exercise control and coordination on behalf of 
the headquarters and the situation of accumulation of human resources at local 
subsidiaries.  
It cannot be denied that there are serious constraints on the choice of the 
independent variable since this is an analysis based on questionnaire surveys. Still, we 
will examine which of the factors, such as company attributes and environmental 
conditions, the control of the overseas subsidiary by the Japanese headquarters, the 
situation of accumulation of human resources at the local subsidiary, affect the ratio of 
Japanese expatriates based on the analytical framework, with the dependent variable 
being the ratio of Japanese expatriates as shown in Figure 2. 
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Figure 2. Analytical Framework of the Ratio of Japanese Expatriates 
 
 
 
 
 
 
 
 
 
 
 
 
Based on the analytical framework shown in Figure 2, we will conduct an 
analysis using the following concrete independent variables and using a linear multiple 
regression equation, with the ratio of Japanese expatriates being the dependent variable. 
 
Ratio of Japanese expatriates 
=f {(company attributes and environmental condition variable), (Japanese headquarters 
control variables), (human resources accumulation situation variables)} 
=f {(employee size, business type, operation period, location area, Japanese investment 
ratio), (president’s nationality, degree of management principles introduction, degree of 
Japanese headquarters HRM introduction), (local department and section chief ratio, 
local college graduate ratio, college graduates’ highest promotion position, local 
middle-level manager ratio)}  
 
It is necessary to provide some information on the independent variables, 
dependent variable, and assumptions for each. First, for the dependent variable, the 
Japanese expatriates ratio, the distribution of this variable is limited to the interval 
between 0% and 100% (or 0 and 1.0), and was concentrated in the narrow range 
between 0% and 5% (or 0 and 0.05).  Therefore, in conducting multiple regression 
analysis, the distribution is enlarged by a logarithmic transformation, from (p) to log 
(p/(1-p)).  
For the independent variables, the following assumptions were made. Since 
from the examination above, the five variables included in the company attributes and 
environmental conditions variables, namely: (a) employee size, (b) business type, (c) 
    Ａ 
Company’s attributes 
and environmental 
conditions 
    Ｂ
Control of the 
Japanese headquarters 
Ratio of Japanese 
expatriates 
    Ｃ 
Accumulation situation 
of human resources 
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operation period, (d) location area, and (e) Japanese investment ratio of the local 
subsidiary, are thought to have some influence on the dependent variable, we control 
them by adopting variables (a) – (e) as dummy variables. Concretely speaking, the 
definitions are as shown in Table 4. 
 
Table 4. List of Independent Variables of the Ratio of Japanese Expatriates  
Company attributes / 
environmental conditions 
variables (dummy variables)  
Definition 
a. Size dummy “Less than 50 persons,” which constituted a large 
portion of the sample, was chosen as the reference 
group, and 50-99 persons, 100-299 persons, 
300-399 persons, and 1000 persons or more were 
given a value of 1. 
b. Business type dummy From the business type code table in the 
questionnaire, the business type with a high sample 
number was chosen as the reference group, and 
others were given a value of 1. 
c. Operation period dummy The period of operation was split into 0-4 years, 5-9 
years, 10-19 years, and 20 years or longer. “20 
years or longer,” with the largest number of 
samples, was chosen as the reference group and the 
others were given a value of 1. 
d. Area dummy The area was split into seven areas of Asia, Middle 
and Near East/Africa, Europe, North America, 
Central and South America, Oceania. Asia with the 
largest sample number was chosen as the reference 
group, with the others given a value of 1. 
e. Investment dummy Based on the ratio of the investment by the 
Japanese side, the sample was split into 0% to less 
than 50%, 50%, more than 50% to less than 75%, 
75% to less than 100%, and 100%. 100%, with the 
largest sample number, was chosen as the reference 
group, with the others given a value of 1. 
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The (a) size dummy, (b) business type dummy, (c) operation period dummy, (d) 
location area dummy, and (e) Japanese investment ratio dummy are assumed to have the 
following sign conditions. 
The (a) scale dummy is minus, since “less than 50” is taken as the reference 
group. This is because the bigger the scale, the lower the ratio of Japanese expatriates. 
The (b) business type dummy is minus, in particular for business types of the 
manufacturing industry, since commerce is taken as the reference group. This is because 
there is a tendency for the Japanese expatriate ratio to be lower in manufacturing 
industries compared to non-manufacturing industries. 
The (c) operation period dummy is minus in many cells, since “20 years or 
longer” is taken at the reference group. This is because the ratio of Japanese expatriates 
is high in companies with a very long operation period. 
For the (d) location area dummy, Asia was taken as the reference group but 
further consideration will be made based on the result.  
The (e) Japanese investment ratio dummy is minus in many cells since “100%” 
is taken as the reference group. This is because there is a tendency for a low Japanese 
investment ratio to be accompanied by a low ratio of Japanese expatriates.  
Next, as control variables for the Japanese headquarters, nationality of the 
president, introduction of management principles, and degree of the Japanese 
headquarters HRM introduction are set and, concretely speaking, incorporated as the 
variables as follows. 
First, as is clear from Table 5, while the president is Japanese in the 
overwhelming majority of cases, at 80% (about 90% if “unknown” is excluded) 
throughout the three surveys, an attempt was made to see the effect of the case where 
the president is not a Japanese on the ratio of Japanese expatriates. The case of the 
president being Japanese is taken as the reference group and the case of the president 
being of host country nationality or third country nationality are each put in as dummy 
variables. 
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Table 5. Nationality of the President of the Local Subsidiary 
(Unit: company, %) 
 First Survey Second Survey Third Survey 
 Frequency Ratio Frequency Ratio Frequency Ratio 
Japan 602 75.8 679 80.7 591 79.6 
Host 
country  
62 7.8 64 7.6 71 9.6 
Third 
country  
7 0.9 4 0.5 10 1.3 
Unknown 123 15.5 94 11.2 70 9.4 
Total 794 100.0 841 100.0 742 100.0 
 
Concretely speaking, as shown in Table 6, they were (f) Local CEO dummy 
and (g) Third country CEO dummy. Although it is difficult to determine in advance 
whether the ratio of Japanese expatriates is higher or lower when the president is 
non-Japanese, if it is thought that employment of host-country nationals or third-country 
nationals is higher when the president is non-Japanese, it can be assumed that there 
would be a minus effect on the ratio of Japanese expatriates.  
 
Table 6. List of Independent Variables for the Ratio of Japanese Expatriates  
Japanese headquarters control variables Definition 
f. Local CEO dummy Case where the president of the local 
subsidiary is a host-country national is 
set at 1 and other cases at 0.9 
g. Third country CEO dummy Case where the president of the local 
subsidiary is a third country national is 
set at 1 and other cases at 0.10 
h. Management principles introduction 
dummy 
(same principles dummy) 
If the response is that the codified 
management principles is the same as 
that of the Japanese headquarters, the 
variable is set at 1 and in other cases is 
set at 0.11 
i. Japanese HRM introduction degree If the response is that the HRM system of 
the Japanese headquarters is introduced 
in totality, the variable is set at 5, and if 
not introduced at all is set at 1.12 
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The (h) management principles introduction dummy and (i) degree of 
introduction of HRM by the Japanese headquarters are thought to be proxy variables for 
broader control by the Japanese headquarters of the overseas subsidiary. Thus, it can be 
imagined that more Japanese would be dispatched, and it can be assumed that this 
causal relationship would have a positive effect on the ratio of Japanese expatriates. 
However, on the other hand, a causal relationship can be thought to exist under which, 
in the case where the management principles and HRM system are well shared between 
the headquarters and the subsidiary, the need to send Japanese expatriates decreases. In 
this case, it can be assumed that there would be a negative effect on the ratio of 
Japanese expatriates. Therefore it can be concluded that it is difficult to determine in 
advance the direction of the influence of (h) management principles introduction and (i) 
degree of introduction of HRM by the Japanese headquarters.  
Further, as variables for the situation of human resource accumulation at the 
local subsidiary, the four items of (j) local department and section chief ratio, (k) local 
college graduate ratio, (l) highest promotion position of college graduates, and (m) local 
middle-level manager ratio were established (cf. Table 7). Generally speaking, it can be 
assumed that the need for expatriates from the headquarters decreases as the human 
resources to whom management and control can be entrusted accumulate in the local 
subsidiary. In this sense it can be assumed that these variables of the human resource 
accumulation situation would have negative effects on the ratio of Japanese expatriates. 
An exceptional situation would be a case where there is frequent and active transfer and 
input of new technologies and products, with the assumption of human resource 
accumulation within the local subsidiary. In this case, it can be assumed that these 
variables would also have positive effects on the ratio of Japanese expatriates. For the 
time being, it would seem that there would be a high possibility that this positive effect 
would be smaller than the negative effect. 
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Table 7. List of Independent Variables for the Ratio of Japanese Expatriates: Human 
Resources Accumulation Situation Variables 
Human resource accumulation situation 
variables 
Definition 
(j) local department and section chief ratio Ratio of the middle-level managers with 
host-country nationality among local 
employees (unit: %)13 
(k) local college graduate ratio Ratio of college and graduate school 
graduates in the local employees 
(unit: %)14 
(l) highest promotion position of college 
graduates 
In the First Survey, the president and 
chairperson are counted as 4, 
vice-president and board members 3, 
department chief level 2, and section 
chief level 1. In the Third Survey, the 
president and chairperson are counted as 
5, vice-president and board members 4, 
department chief level 3, section chief 
level 2, and not yet section chief level 
1.15 
(m) local middle-level manager ratio Ratio of host-country nationality 
middle-level managers in the total 
number of the middle-class managers 
(department and section chief class) 
(unit: %)16 
 
Among the variables of human resource accumulation, some comments need to 
be made regarding the (j) local department and section chief ratio and (m) local 
middle-level manager ratio. It would have been possible to also use the variables of 
“local board member ratio”17 and “board member localization ratio.” However, it is 
thought that the last two variables are not proxy indicators that directly reflect the 
situation of human resource accumulation. Rather, due to the form of the capital 
composition, there is a stronger aspect of locals being sent from the local capital 
partners in accordance with the capital ratio. Thus, these are not used here as the indices 
showing the situation of human resource accumulation.     
In the calculation of (j) local department and section chief ratio and (m) 
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middle-level management localization ratio, the ratio of middle-level managers with the 
host-country nationality (department and section chief class) number is used as the 
numerator in both cases. Therefore, in performing the regression analysis, these two 
variables were not used at the same time.19 
In our examination of the correlation coefficient among the four variables that 
represent the situation of human resource accumulation, a strong significant positive 
correlation of 0.3 to 0.4 between the local department and section chief ratio and local 
college graduate ratio can be observed. A weak but still significant negative correlation 
of 0.1 can be observed between the ratio of local college graduates and the ratio of 
middle-level management localization. In other words, this means that when the ratio of 
college graduate employees with host country nationality increases, the percentage of 
host country nationals in the middle-level management decreases. In other words, this 
means that the percentage of people other than the non-host country nationality 
employees—mostly Japanese expatriates—in the middle-level management increases. 
To summarize the above discussion from the viewpoint of the assumed effect 
of the Japanese headquarters control variables and the human resource accumulation 
variables on the ratio of Japanese expatriates, we obtain the following results. 
Hypothesis 1: With regard to the president’s nationality among the variables of 
Japanese headquarters control, the president being non-Japanese is assumed to have a 
negative effect on the ratio of Japanese expatriates. 
Hypothesis 2: Concerning the direction of the influence of the degree of 
introduction of management principles and the degree of introduction of HRM by the 
Japanese headquarters among the control variables for Japanese headquarters control, 
both positive and negative effects can be assumed, and it cannot be determined which 
way they will go. 
Hypothesis 3: It can be assumed that the local department and section chief 
ratio, local college graduate ratio, the highest promotion position of college graduates, 
and the middle-level management localization ratio, which are local subsidiary human 
resource accumulation situation variables, basically have negative effects on the ratio of 
Japanese expatriates. However, in cases where there is frequent and active transfer and 
input of new technologies and products, with the assumption of human resource 
accumulation within the local subsidiary, it can be assumed that there could be cases 
where some of the human resource accumulation situation variables would have 
positive effects on the ratio of Japanese expatriates. 
Now let us examine the degree to which the results of the regression analysis 
support these hypotheses.  
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5. Factors Determining the Ratio of Japanese Expatriates: Results of the Linear Multiple 
Regression Analysis 
 
The results of the linear multiple regression analysis (a logistic transformation was 
performed for the ratio of Japanese expatriates, which is the dependent variable) are 
shown in Table 8 (First Survey), Table 9 (Second Survey, and Table 10 (Third Survey). 
The linear multiple regression analysis was performed for the five models.  
While in Model 1 and Model 2, the headquarters control variables and human 
resource accumulation situation variables were input simultaneously, in Model 1 the 
“local department and section chief ratio” among the human resource accumulation 
situation variables was used and in Model 2 the “middle-level management localization 
ratio” among the human resource accumulation situation variables was used. In Model 3, 
all the human resource accumulation situation variables were excluded and only the 
headquarters control variables were input. In Model 4 and Model 5, conversely, the 
headquarters control variables were all excluded and only the human resource 
accumulation situation variables were input. In these cases too, like Model 1 and Model 
2, in Model 4 the “local department and section chief ratio” among the human resource 
accumulation situation variables was used and in Model 5, the “middle-level 
management localization” among the human resource accumulation situation variables 
was used. 
The goodness of fit for the First Survey, Second Survey, and Third Survey are 
as follows. In the First Survey, the F value is high from Model 1 through Model 5, 
showing goodness of fit of the model equations. The adjusted R-squared is also within 
the range between 0.610 and 0.759 showing high explanatory power. The adjusted 
R-squared is high for Model 2 and Model 5 in particular. This seems to be due to the 
fact that the t value of the “local middle-level management localization” is extremely 
high compared to the “local department and section chief ratio” in Model 1 and Model 4. 
It can be thought that this is due to the fact that the “middle-level management 
localization ratio” is related to the Japanese expatriate ratio to a strong degree by 
definition, compared to the “local department and section chief ratio.” 
What can be pointed out regarding the First Survey also applies to the Second 
Survey and the Third Survey. Although the sample sizes are markedly smaller for Model 
1, Model 2 and Model 3 in the Third Survey than the sample size for all the other model 
equations, the coefficient of determination was not particularly low in accordance. 
Now, let us look at the sign conditions The following six points became clear 
from these three tables. 
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First, the signs for the variables of company attributes and environmental 
conditions are mostly as expected. The size dummy is, as expected, negative in all the 
surveys and all the cells and shows a high level of significance in most cases because 
“less than 50” with a high ratio of Japanese expatriates was chosen as the reference 
group. The business type dummy, with commerce as the reference group, was in most 
cases negative and this was, as expected, found frequently in non-manufacturing 
industries.  Exceptions are the oil and coal product and mining industry, where in many 
cases it was found to be significantly positive. The operation period dummy, with 
“twenty years or longer” as the reference group, was outside of expectations and minus 
in all the cells, clearing the significance level in most cases. Regarding the location area 
dummy, with Asia as the reference group, the salient cases where it becomes positive 
are in particular North America and Europe, and Oceania, though it does not clear the 
significance level by much. This is thought to be due to the fact that in the case of Asia, 
which is geographically close to Japan, companies tend to send personnel on business 
trips rather than stationing human resources from the headquarters at the location for 
extended periods, as they do in North America and Europe. We will later look at the fact 
that this result was obtained in Europe and North America, where it is normally 
assumed that with their long history of industrialization, the accumulation of human 
resources to whom the local management could be entrusted would be relatively larger. 
Lastly, the Japanese investment ratio dummy was negative in most cells as expected 
since “100%” was taken as the reference group. However, it was only in the cells where 
the investment ratio was less than 50% that most of the significance levels were cleared.   
Second, among the Japanese headquarters control variables, it was assumed 
that the nationality of the president would have a negative effect on the ratio of Japanese 
expatriates and as expected, it is minus in most cells and the significance level is cleared 
in many. 
Third, among the Japanese headquarters control variables, the signs for the 
management principles and Japanese headquarters HRM introduction degree were all 
positive and the significance level was cleared in about half of the cells. Thus it can be 
said that in a local subsidiary with a clear direction of trying to have the management 
principles shared among the WHQ and the overseas subsidiaries and to achieve the 
introduction of the Japanese headquarters HRM system (which can be interpreted as the 
general management system) into the overseas subsidiaries, the ratio of Japanese 
expatriates tends to get higher. 
Fourth, among the human resource accumulation situation variables, the signs 
of the local department and section chief ratio, highest promotion position of college 
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graduates, and middle-level management localization ratio are all negative as expected, 
significantly in most cases. The exception is the local department and section chief ratio 
of the Third Survey, which is plus in Model 1 and Model 4 at the 10% level and 1% 
level respectively.  Therefore, overall, as shown by the local department and section 
chief ratio, the highest promotion position of college graduates and the local 
middle-level localization ratio, in companies where the local staff of the local subsidiary 
including graduates of colleges and graduate schools have been nurtured to the extent of 
being able to take positions as department and section chiefs or higher, the ratio of 
Japanese expatriates clearly falls.  
  Fifth, there is a variable among the human resource accumulation situation 
variables that shows a movement in the opposite direction from the original assumption: 
the local college graduate ratio. This ratio is positive in all the cells and has high 
significance in most cells.  
What should be made clear here is how to interpret the causal relationship 
under which the high local college graduate ratio leads to the high ratio of Japanese 
expatriates. Is it unreasonable to make the assumption that when the accumulation of 
high-level human resources including college and graduate school graduates within the 
local subsidiary proceeds, the transfer and input of new technologies and products from 
the WHQ are done frequently, as stated earlier? There is probably not. The author did a 
case study of companies including a questionnaire survey in Indonesia at the beginning 
of the 1990s, and found that the higher the number of college graduates with the local 
nationality in a Japanese subsidiary, the higher the number of Japanese expatriates, and 
explained it using an original hypothesis chart.19    
Therefore, the interpretation here is that the higher the ratio of college 
graduates among local employees becomes – in other words, the more, the high-level 
human resources accumulation proceeds – the higher the level of products, technology, 
and service of the local subsidiary will become. In addition, as this process continues, 
the need for the transfer of the technology and management know-how will increase 
more than the extent to which the need for the Japanese expatriates decreases. Thus, the 
coordination between the WHQ and the overseas subsidiaries will become necessary 
and the dispatch of more human resources from the WHQ will become necessary. 
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Table 8. Linear Multiple Regression of the Ratio of Japanese Expatriates (First Survey) 
 
(Note)  ***, **, * indicate significance at the 1%, 5% and 10% level, respectively. Also, the ratio of Japanese expatriates, which is the dependent variable, has been logistic-transformed. 
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Table 9. Linear multiple regression of the Ratio of Japanese Expatriates (Second Survey) 
 
(Note)  ***, **, * indicate significance at the 1%, 5% and 10% level, respectively. Also, the ratio of Japanese expatriates, which is the dependent variable, has been logistic-transformed. 
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Table 10. Linear Multiple Regression of the Ratio of Japanese Expatriates (Third Survey) 
 
(Note)  ***, **, * indicate significance at the 1%, 5% and 10% level, respectively. Also, the ratio of Japanese expatriates, which is the dependent variable, has been logistic-transformed.  
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6. Conclusion and Consideration 
 
When a quantitative and qualitative accumulation of human resources proceeds either 
because of an increase in the number of employees with rich business experience or an 
increase of college graduates, does this directly further the independence of the local 
subsidiary from the WHQ? The results of our analysis of the data so far show that the 
relationship is not that simple. The accumulation of human resources may contribute to 
a decrease in the ratio of Japanese expatriates. Conversely, however, there is also an 
aspect where, when the level of the management activity of the local subsidiary 
becomes increasingly sophisticated as it deals with and produces products with higher 
technology and added value and comes to bear the function of research and 
development, there is an intensification of the need for support through funds and 
technology/know-how, including dispatch of engineers from the WHQ.  
As stated by Black, et al. (1999) (Japanese translation 2001), global 
assignments have three functions “training of successors and leadership, coordination 
and control of the overseas operation, and exchange of technology and information 
between the WHQ and the subsidiaries and between subsidiaries.”20 The role/function 
of the expatriates is multidimensional, and they perform the roles of WHQ control and 
the transfer of technology/management know-how to the subsidiaries in addition to the 
role of being trained as successors themselves.  
The result of the analysis of data in this chapter also shows that the level of the 
ratio of Japanese expatriates is affected by the abovementioned functions. In other 
words, various factors such as local subsidiary’s company attributes/environmental 
conditions variables, Japanese headquarters control variables, and the local human 
resource training/accumulation/promotion situation have a considerable influence on the 
level of the ratio of Japanese expatriates. 
As shown by the data analysis, the function of control by the headquarters of 
the overseas operation has a positive effect on the ratio of Japanese expatriates. Further, 
progress in the training of successors and the training/accumulation/promotion of 
human resources has clearly had negative effects on the ratio of Japanese expatriates. 
. On the other hand, the effect of the accumulation of employees with high 
education, including college education, on the ratio of Japanese expatriates was positive. 
From this one can speculate that the higher the college graduate ratio of the local 
employees becomes, or in other words, the further the accumulation of high-level 
human resources proceeds, the higher the level of the products/technology/services of 
the local subsidiary will become. Also, as this continues, the need for the dispatch of 
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human resources from the HWQ intensifies in comparison to the extent to which the 
need for Japanese expatriates decreases. Based on the same logic, the result from the 
analysis that it might be assumed that the longer the years of operation, all other 
conditions remaining the same, the higher the ratio of Japanese expatriates, and that in 
the subsidiaries in North America and Europe, all other conditions remaining the same, 
the ratio of Japanese expatriates is higher, could be interpreted as indicating that these 
companies with long years of operation deal in goods/services with high added values 
and that in Europe and North America, where there are many developed countries, it is 
difficult to continue to survive without providing products/services with high added 
value.  
Although in the above analysis, the discussion has been limited to Japanese 
employees dispatched from the WHQ of the Japanese MNCs, it is not necessary to stick 
to this point. As was considered at the beginning of this paper, what people dispatched 
from the WHQ need is a thorough knowledge concerning operations, to have a strong 
ability to adapt to foreign culture and communicate, and to be able to embody the 
mission of the headquarters. Therefore, it is likely that the present phenomenon of 
ethnocentricity will gradually weaken as the diversity of nationalities at the 
headquarters proceeds, and as the accumulation of management know-how and 
technology, and thus human resources, goes forward at the local subsidiaries. 
Therefore, it can be said that as the economic activities of MNCs produce 
higher and higher added values, the need grows for transfers from both the parent 
company to the subsidiaries and from the subsidiaries to the parent company, and 
cooperation between subsidiaries become necessary. In addition, when the accumulation 
of the management know-how, technology, and human resources proceeds in 
subsidiaries where such movement are possible to begin with,21 the “multinational 
internal labor market,” to use the analysis framework of ours, will be vitalized. 
 
 
Note: 
 
1. On this point, refer to the Japan Overseas Enterprises Association (1997, 2000) and 
Shiraki (1999). The result of the survey concerning the Japanese headquarters’ method 
of control (multiple answers) over the overseas subsidiaries based on the survey of 
member companies of Japan Overseas Enterprises Association conducted in 1996 
(sample size: 105, response rate: 27.0%) and 2000 (sample size: 125, response rate: 
37.3%) is as follows.  (Source: Japan Overseas Enterprises Association, p. 16) 
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Note Figure 1 
Japanese headquarters’ method of control of overseas subsidiaries (multiple answers) 
1.6
4.8
5.6
8.8
22.4
23.2
29.6
31.2
31.2
38.4
49.6
53.6
56.8
59.2
78.4
78.4
80.8
1.9
5.7
6.7
31.4
40.0
41.0
30.5
22.9
47.6
67.6
51.4
69.5
81.9
0.0 10.0 20.0 30.0 40.0 50.0 60.0 70.0 80.0 90.0
Others
Hiring of w ould-be executives of the local
subsidiaries at the Japanese headquarters
Adoption of an education system integrating the
Japanese headquarters and local subsidiaries
Adoption of an HRM system integrating the Japanese
headquarters and local subsidiaries
Matrix control by operation axis/regional axis
Development of support system for each specif ic
function
Control of each region by regional control
organization/company
Control by divisions through the independent division
system
World and regional conference for people in charge
of each f ield of the local subsidiaries
Control of product R&D and R&D technology by the
headquarters
Introduction of periodical auditing system
Preparation of guidelines and rules concerning the
authority and reporting of the local subsidiary
Penetration of management principles and motto of the
company 
Conference summoning the top of the local
subsidiaries
Control of top off icial HRM of the local subsidiary by
the headquarters
Control of f inancial data of the overseas subsidiaries
by the headquarters
Dispatch of Japanese managers from the
headquarters in Japan
%
1996　survey
2000　survey
 
Note: Some question items were added to this survey. The items that do not appear in the 
1996 survey in the Figure correspond to these. 
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2. For details on these concepts, refer to Ferner and Quintanilla (1998) or Chapter 1 of 
Shiraki (2006). 
 
3. These subtypes include “intelligent-skilled-all-round-adaptable subtype” (Koike 
and Inoki 1987 and 2002) which maintains that the core of the Japanese HRM system is 
universal and that if the concept is fully understood, it can be adapted to operations 
around the world and “partially adaptable type subtype” (Takamiya, 1981; Ishida, 1985) 
which stresses that the Japanese HRM system is only partly adaptable and that some of 
the components of the Japanese system are not adaptable at all overseas. 
 
4. The first subtype of this would be “culturally non-adaptable type subtype” (Yasumuro, 
1982) which stresses the cultural aspect of the Japanese HRM system and maintains that 
the introduction is difficult due to the “contextual” difference, and as the second subtype 
there also exists an argument that the Japanese HRM system should not be introduced 
and that local operations should adopt the local system completely and this could be 
termed the “localization type subtype” of opposition to the introduction of the Japanese 
system (Yoshihara, 1996). 
 
5. Doeringer and Piore, 1971/1985, p. 23. 
 
6. Refer to the Japan Overseas Enterprises Association (1997 and 2000) and Shiraki 
(1999). It should be noted that although in the question regarding various problems 
related to management and HRM, the Japan Overseas Enterprises Association (1997) 
did not include choices such as “even though there is a desire to hire, there aren’t 
sufficient excellent local people,” “excellent local people do not want to work at a 
Japanese company,” “Job hopping by local excellent employees.” These choices were 
added to the Japan Overseas Enterprises Association (2000). As a result, with “Job 
hopping by local excellent employees” at 47.4%, “even though there is a desire to hire, 
there aren’t sufficient excellent local people” 21.7%, and “excellent local people do not 
want to work at a Japanese company” 3.4%, it became clear that job-hopping was a 
large problem following the “problem of communication between the Japanese 
expatriates and the local staff,” which was the most popular choice.  
 
7. This is because although they are located overseas, branch offices are considered to 
be an organization of the WHQ structure and in a different position from local 
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subsidiaries, which are in principle separate organizations and independent from the 
WHQ  
 
8. However, when calculated with China as a separate group, the problem of “stability 
and securing of local middle-level managers” recorded a very high figure of 29.3%, 
ranking fifth among the various problems, and surpassing “lack of understanding of the 
Japanese headquarters’ management principles among local middle-level managers” 
(17.4%) and “rising labor costs” (9.8%).  
 
9. The ratio of host country nationals among local subsidiary presidents is as shown in 
Note Table 1. The ratio is 9-10% in all three surveys. 
 
Note Table 1. Ratio of Host Country Nationals among Local Subsidiary Presidents  
(Unit: company, %) 
 First Survey Second Survey Third Survey 
 Frequency Ratio Frequency Ratio Frequency Ratio 
0 (no) 609 90.8 683 91.4 671 90.4 
1 (yes) 62 9.2 64 8.6 71 9.6 
Total 671 100.0 747 100.0 742 100.0 
 
10. As shown in Note Table 2, the ratio of third country nationals among local 
subsidiary presidents is quite small at around 1% in the three surveys.  
 
Note Table 2. Ratio of Third Country Nationals among Local Subsidiary Presidents  
(Unit: company, %) 
 First Survey Second Survey Third Survey 
 Frequency Ratio Frequency Ratio Frequency Ratio 
0 (no) 664 99.0 743 99.5 732 98.7 
1 (yes) 7 1.0 4 0.5 10 1.3 
Total 671 100.0 747 100.0 742 100.0 
 
11. As shown in Note Table 3, the ratio of companies sharing the management principles 
of the Japanese headquarters is 41-49%. Considering that 63-67% of the subsidiaries are 
100% Japanese owned, it can be said that a quite high ratio of the subsidiaries have 
different management principles from their headquarters in Japan. The ratio of those 
with the same management principles is made into a dummy variable. In that case, the 
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reference group is a subsidiary, which does not have the same management principles. 
 
Note Table 3. Ratio of the Companies Sharing the Management Principles of the 
Japanese Headquarters 
 (Unit: company, %) 
 First Survey Second Survey Third Survey 
 Frequency Ratio Frequency Ratio Frequency Ratio 
0 
(different) 
453 58.6 259 52.9 231 51.2 
1 (same) 320 41.4 231 47.1 220 48.8 
Total 773 100.0 490 100.0 451 100.0 
 
12. As shown in Note Table 4, while the ratio of companies that have introduced HRM 
is 25-29%, the ratio of firms that have hardly introduced it or have not introduced it at 
all is 49-54%. Thus, only a minority of companies have introduced the HRM of the 
Japanese headquarters.  
 
Note Table 4. Degree of Introduction of the HRM of the Japanese Headquarters 
(Unit: company, %) 
 First Survey Second Survey Third Survey 
 Frequency Ratio Frequency Ratio Frequency Ratio 
1 not 
introduced 
at all 
238 31.1 302 37.1 248 34.8 
2 151 19.7 137 16.9 102 14.3 
3 hard to 
say one 
way or the 
other 
172 22.5 171 21.0 154 21.6 
4 180 23.5 167 20.5 180 25.2 
5 fully 
introduced 
25 3.3 36 4.4 29 4.1 
Total 766 100.0 813 100.0 713 100.0 
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13. The ratio of local department and section chiefs was calculated as a proxy index to 
determine the degree to which the local staff has been trained and promoted, by dividing 
the number of the middle-level managers with host-country nationality (department and 
section chiefs) by the number of employees with host-country nationality. The resulting 
local department and section chief ratio, although with a large variance, increased from 
11.4% in 1999 (standard deviation 10.23, sample number 564) to 12.4% in 2001 
(standard deviation 14.56, sample number 789), and 15.1% in 2003 (standard deviation 
14.52, sample number 613), seemingly indicating that the training and accumulation of 
human resources has been moving forward at the overseas local subsidiaries. In any 
case, the local department and section chief ratio is concentrated at a level below 10%.  
 
14. The ratio of local college and graduate school graduates is calculated, as a proxy 
index for the qualitative accumulation of local staff, by dividing the number of college 
and graduate school graduate employees with host-country nationality by the entire 
number of employees with host-country nationality. The local college and graduate 
school graduate ratio showed a high frequency at the level below 10% throughout the 
three surveys but, due to its large variance, averaged 27-29%, recording 27.8% in 1999 
(standard deviation 28.70, sample number 615), 26.7% in 2001 (standard deviation 
28.37, sample number 706), and 28.7% in 2003 (standard deviation 28.97, sample 
number 552). 
 
15. In the First Survey, as a reverse index of the questionnaire, the president and 
chairperson are counted as 4, vice-president and board members 3, department chief 
level 2, and section chief level 1 (“unknown” responses are excluded). In the Second 
Survey, the question of this type was deleted, so the same kind of highest promotion 
position could not be calculated. In the Third Survey, the same type of question was 
restored and at the same time a number was given to each position: the president and 
chairperson, 5, vice-president and board members 4, department chief level 3, section 
chief level 2, and no section chief level yet 1. Thus the same numbers were used as a 
proxy index for the highest promotion position in the internal promotion of the locally 
employed staff. Therefore it should be noted that there is a difference between the point 
numbers for the highest promotion position in the First Survey and the Third Survey. As 
shown in Note Table 5, the highest promotion position for college and graduate school 
graduate employees is president/chairperson and vice-president/board member in about 
8% and 29% respectively both in the First Survey and the Third Survey. 
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Note Table 5. Highest Promotion Position of College and Graduate School Graduate 
Employees 
(Unit: company, %) 
 First Survey Second Survey Third Survey 
 Point Frequ
ency 
Ratio Frequ
ency 
Ratio Point Frequ
ency 
Ratio 
President / 
chairperson 
4 56 8.0 - - 5 52 7.7 
Vice-preside
nt/board 
member 
3 202 29.0 - - 4 195 28.8 
Department 
chief level 
2 282 40.5 - - 3 263 38.8 
Section chief 
level 
1 156 22.4 - - 2 128 18.9 
No section 
chief level 
- - - - - 1 39 5.8 
Total - 696 100.0 - - - 677 100.0 
 
16. Defining the middle-level management localization ratio as the ratio of employees 
with host-country nationality in the total of the middle-level management (department 
and section chief level), and using it as a proxy index for the degree of entry of 
employees with host-country nationality into middle-level management posts, the 
calculation was done by dividing the number of middle-level managers with 
host-country nationality (department and section chief level) by the total number of 
middle-level managers (department and section chief level). The result shows that there 
are many companies with a middle-level management localization ratio of 100%, 
causing the average to be a high 66-71%. Concretely speaking, it was 71.0% in 1999 
(standard deviation 25.19, sample number 566), 65.8% in 2001 (standard deviation 
31.38, sample number 792), and 70.8% in 2003 (standard deviation 28.01, sample 
number 516). 
 
17. “The local board member ratio” was calculated as a proxy index for the degree of 
the overall position the local staff has taken on the board of directors, in a similar way to 
the “local middle-level manager ratio.” There are many cases where it is 0% and thus 
the average figure was low at 1.6% in the First Survey (standard deviation 3.71, sample 
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number 422), 1.4% in the Second Survey (standard deviation 5.49, sample number 792), 
and 2.3% in 2003 (standard deviation 8.98, sample number 617). However, due to the 
influence of the samples of companies with a high ratio, the variance is extremely large. 
The correlation coefficient between the “local board member ratio” and the “local 
middle-level manager ratio” was 0.253 in the First Survey (significant at the 1% level, 
N=400), 0.060 in the Second Survey (not significant, N=784), and 0.030 in the Third 
Survey (not significant, N=606), showing almost no correlation in the Second and Third 
Surveys.  
 
18. The “board localization ratio” was defined as the ratio of board members with 
host-country nationality among total board members, as in the case of the “middle-level 
management localization ratio,” to function as a proxy index for the presence of 
host-country nationals among board members. There are many companies with a board 
localization ratio of 0% and the average is in the range of 20-31%. Concretely speaking, 
it was 30.5% in 1999 (standard deviation 26.1, sample number 436), 19.7% in 2001 
(standard deviation 25.14, sample number 799), and 19.9% in 2003 (standard deviation 
24.86, sample number 588). The correlation coefficient between the “board localization 
ratio” and the “middle-level management localization ratio” is quite high and significant 
in all of the three surveys: 0.351 in the First Survey (significant at 1% level, N=401, 
1999), 0.322 in the Second Survey (significant at 1% level, N=786, 2001), and 0.243 in 
the Third Survey (significant at 1% level, N=499, 2003).  
 
19. In Model 1, Model 2, Model 4, and Model 5 in Tables 8-10, shown later, to avoid 
using the variables of “local department and section chief ratio” and “middle-level 
management localization ratio” at the same time, they are dealt with as separate models. 
 
20. Refer to Mitsuhide Shiraki (1995, Chapter 2). Although in this book it was assumed 
that the ratio of Japanese expatriates would fall as years of operation increased, in a 
static situation with other conditions unchanged, the result of Tables 8-10 does not seem 
to support this. 
 
21. For cases showing that when the technology/know-how is not accumulated at a 
subsidiary, the transfer of human resources from the subsidiary to the parent 
company/affiliated companies does not proceed, refer to the cases of companies of 
Europe and North America origin in ASEAN countries found in Chapters 3 and 4 in 
Shiraki (2007). 
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